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INDEPENDENT AUDITORS' REPORT

To the Board of Education
Unified School District #247
Cherokee, Kansas 66724

We have audited the accompanying fund summary statement of receipts, expenditures, and unencumbered cash -
regulatory basis, of the Unified School District #247, Cherokee, Kansas as of and for the fiscal year ended June 30,
2019 and the related notes to the financial statement.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of this financial statement in accordance with
the Kansas Municipal Audit and Accounting Guide as described in Note 1 to meet the financial reporting
requirements of the State of Kansas. This includes determining that the regulatory basis of accounting is an
acceptable basis for the preparation of the financial statement in the circumstances. Management is also
responsible for the design, implementation and maintenance of internal control relevant to the preparation and fair
presentation of the financial statement that is free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America. Those standards require
we plan and perform the audit to obtain reasonable assurance about whether the financial statement is free of
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statement. The procedures selected depend on auditor’s judgment, including the assessment of the risks
of material misstatement of the financial statement, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the
financial statement in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no
such opinion.  An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1 of the financial statement, the financial statement is prepared by the District on the basis of
the financial reporting provisions of the Kansas Municipal Audit and Accounting Guide, which is a basis of
accounting other than accounting principles generally accepted in the United States of America.

The effects on the financial statement of the variances between the regulatory basis of accounting described in
Note 1 and accounting principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material.
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Board of Education
Unified School District #247
Cherokee, Kansas

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on U.S.
Generally Accepted Accounting Principles” paragraph, the financial statement referred to above does not present
fairly, in conformity with accounting principles generally accepted in the United States of America, the financial
position of the District as of June 30, 2019 or changes in financial position and cash flows thereof for the fiscal year
then ended.

Unqualified Opinion on Regulatory Basis of Accounting

In our opinion, the financial statement referred to above presents fairly, in all material respects, the aggregate cash
and unencumbered cash balance of the District as of June 30, 2019, and the aggregate receipts and expenditures for
the fiscal year then ended in accordance with the financial reporting provisions of the Kansas Municipal Audit and
Accounting Guide described in Note 1.

Other Matters

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the fund summary statement of regulatory basis
receipts, expenditures, and unencumbered cash balances (basic financial statement) as a whole. The summary of
regulatory basis expenditures — actual and budget (budgeted funds only), individual fund schedules of regulatory
basis receipts and expenditures — actual and budget, schedule of regulatory basis receipts and disbursements —
agency funds, and the schedule of regulatory basis receipts, expenditures and unencumbered cash balances — activity
funds (Schedules 1, 2, 3, and 4 as listed in the table of contents) are presented for analysis and are not a required part
of the basic financial statement, however are required to be presented under the provisions of the Kansas Municipal
Audit and Accounting Guide. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the basic financial statement. The
information has been subjected to the auditing procedures applied in the audit of the basic financial statement and
certain additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statement or to the basic financial statement itself,
and other additional procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the basic financial
statement as a whole, on the basis of accounting described in Note 1.

Prior Year Comparative Numbers

The 2018 actual column presented in the fund summary statement of regulatory basis receipts, expenditures, and
unencumbered cash balances and the individual fund schedules of regulatory basis receipts and expenditures —
actual and budget (Schedule 2 as listed in the table of contents), are also presented for comparative analysis and was
not a required part of the 2018 financial statement upon which we rendered an unqualified opinion dated November
27,2018. The 2018 financial statement and our accompanying report are not presented herein, but are available in
electronic form from the web site of the Kansas Department of Administration at the following link
http://admin.ks.gov/offices/chief-financial-officer/municipal-services. Such 2018 comparative information is the
responsibility of management and was derived from and relates directly to the underlying accounting and other
records used to prepare the 2018 basic financial statement. The 2018 comparative information was subjected to the
auditing procedures applied in the audit of the 2018 basic financial statement and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used
to prepare the 2018 basic financial statement or to the 2018 basic financial statement itself, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In our
opinion the 2018 comparative information is fairly stated in all material respects in relation to the 2018 basic
financial statement as a whole, on the basis of accounting described in Note 1.

Ocll, Brund, Botl, o M

DIEHL, BANWART, BOLTON, CPAs PA

December 5, 2019
Fort Scott, Kansas
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UNIFIED SCHOOL DISTRICT #247
CHEROKEE, KANSAS

Notes to the Financial Statement
For the Fiscal Year Ended June 30, 2019

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statement of Unified School District #247, Cherokee, Kansas, has been prepared in
accordance with the State of Kansas regulatory basis of accounting, and is designed to show
compliance with the cash basis and budget laws of the State of Kansas. The Kansas Municipal
Audit and Accounting Guide (KMAAG), as approved by the director of the Kansas Division of
Accounts and Reports, establishes the guidelines for the regulatory basis of accounting in the state
of Kansas. Note 1 describes how the District's accounting policies differ from accounting
principles generally accepted in the United States of America.

Reporting Entity

The District is a municipal corporation governed by an elected seven-member board. This
financial statement presents Unified School District #247, Cherokee, Kansas (the municipality)
and related municipal entities. There are no related municipal entities that are included in the
District’s reporting entity.

Basis of Presentation - Fund Accounting

A fund is defined as an independent fiscal and accounting entity with a self-balancing set of
accounts recording cash and other financial resources, together with all related liabilities and
residual equities or balances, and changes therein, which are segregated for the purpose of
carrying on specific activities or attaining certain objectives in accordance with special regulations,
restrictions, or limitations.

The following types of funds comprise the financial activities of the District:
REGULATORY BASIS FUNDS

e General Fund — the chief operating fund. Used to account for all resources except those
required to be accounted for in another fund.

o Special Purpose Funds — used to account for the proceeds of specific tax levies and other
specific revenue sources (other than Capital Project and tax levies for long-term debt) that
are intended for specified purposes.

e Agency Funds — funds used to report assets held by the municipal reporting entity in a purely
custodial capacity (payroll clearing fund, county treasurer tax collection accounts, etc.).

e Capital Project Fund —used to account for the debt proceeds and other financial resources to
be used for acquisition or construction of major capital facilities or equipment.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)

Regulatory Basis of Accounting and Departures from Accounting Principles Generally
Accepted in the United States of America

The KMAAG regulatory basis of accounting involves the recognition of cash, cash equivalents,
marketable investments, and certain accounts payable and encumbrance obligations to arrive at a
net unencumbered cash and investments balance on a regulatory basis for each fund, and the
reporting of changes in unencumbered cash and investments of a fund resulting from the
difference in regulatory basis for each fund, and the reporting of changes in unencumbered cash
and investments of a fund resulting from the difference in regulatory basis revenues and regulatory
basis expenditures for the year. All recognized assets and liabilities are measured and reported at
cost, unless they have been permanently impaired and have no future cash value or represent no
future obligation against cash. The KMAAG regulatory basis does not recognize capital assets,
long-term debt, accrued receivables and payables, or any other assets, liabilities or deferred
inflows or outflows, other than those mentioned above.

The District has approved a resolution that is in compliance with K.S.A. 75-1120a(c), waiving the
requirement for application of generally accepted accounting principles and allowing the District
to use the regulatory basis of accounting.

Budgetary Information
Kansas statutes require that an annual operating budget be legally adopted for the general funds,
special purpose funds (unless specifically exempted by statute), and bond and interest funds.
Although directory rather than mandatory, the statutes provide for the following sequence and
timetable in the adoption of the legal annual operating budget:
1. Preparation of the budget for the succeeding fiscal year on or before August 1.
2. Publication in the local newspaper of the proposed budget and a notice of public hearing on
the budget on or before August 5.
3. Public hearing on or before August 15, but at least ten days after the publication of a notice of
hearing.
4. Adoption of the final budget on or before August 25.

The statutes allow for the governing body to increase the originally adopted budget for previously
unbudgeted increases in revenue other than ad valorem property taxes. To do this, a notice of
public hearing to amend the budget must be published in the local newspaper. At least ten days
after publication, the hearing may be held and the governing body may amend the budget at that
time. The General Fund budget was amended this year. The District decreased the General and
Supplemental General Fund budgets to the legal maximum budgets in accordance with Kansas
statutes.

The statutes permit transferring budgeted amounts between line items within an individual fund.
However, such statutes prohibit expenditures in excess of the total amount of the adopted budget
of expenditures of individual funds. Budget comparison statements are presented for each fund
showing actual receipts and expenditures compared to legally budgeted receipts and expenditures.

Annual operating budgets are prepared using the cash basis of accounting, modified further by the
recording of accounts payable and encumbrances. Revenues are recognized when cash is received.
Expenditures include cash disbursements, accounts payable and encumbrances. Encumbrances are
commitments of the District for future payments and are supported by a document evidencing the
commitment, such as a purchase order or contract.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - (Continued)
Budgetary Information (Continued)

Any unused budgeted expenditure authority lapse at year end.

A legal operating budget is not required for fiduciary funds and the following special revenue
funds:

Grant Funds (K.S.A. 72-8210)

Federal Funds (K.S.A. 12-1663)

Contingency Reserve Fund (K.S.A. 72-6426)

Textbook Rental Fund (K.S.A. 72-8250)

¢ Improvements Fund (Capital Project Fund)

Spending in funds, which are not subject to the legal annual operating budget requirement, is
controlled by federal regulations, other statutes or by the use of internal spending limits established
by the governing body.

Cash and Investments

Cash and investments are comprised of interest and non-interest bearing checking accounts and
repurchase agreements. Kansas statutes permit investment in savings accounts, certificates of
deposit, repurchase agreements, and obligations of the U.S. Treasury.

Compensated Absences

Certified employees receive twelve days a year of personal leave, which can be accumulated up to

ninety-four days. Classified employees receive one day per month of personal leave which can be

accumulated up to 60 days. All employees receive three days per year of emergency leave for

death in the immediate family with no accumulation of days permitted. Upon retirement,

employees may receive up to a maximum of 25 days of personal leave depending upon years of

service and KPERs retirement eligibility. Sick leave is lost if the employment terminates for any

reason other than death, retirement, or a minimum number of years of service. The District accrues

a liability for compensated absences which meet the following criteria:

1. The District's obligation relating to the employee's right to receive compensation for future
absences is attributable to employee's services already rendered.

2. The obligation relates to rights that vest or accumulate.

3. Payment of the compensation is probable.

4. The amount can be reasonably estimated and is material to the financial statements.

In accordance with this criteria, the District has not accrued a liability for compensated absences as
the liability is not significant.

Termination and Post Employment Benefits

No termination benefits are provided to District employees when employment with the District
ends except for the accrued compensated absences as discussed in Note 1 and early retirement
benefits.







































































































